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1 . 


INTRODUCTION AND OVERVIEW 


In compliance with section 46 of the Local Government: Municipal Systems Act 2000 (Act 32 of 
2000) and section 121 of the Local Government: Municipal Finance Management Act, 2003 (Act 
56 of 2003) a municipality must prepare an annual report for each financial year. 

The document is an account of the Municipality’s achievements in the year under review, and as 
with any rigorous reporting instrument it does not hesitate in pointing out where the Municipality 
has fallen short. 

The purpose of an annual report is given as follows : 

> Provide a record of the activities of the municipality during the financial year. 

> Report on performance against the budget for the financial year. 

> Promote accountability to the local community for the decisions made throughout the 
year. 

The annual report must include the following; 

> Annual financial statements of the municipality; 

> Auditor-General's audit report in terms of section 126(3) of the MFMA; 

> Auditor-General's audit report in terms of section 45 (b) of the Municipal Systems 

Act no 32 of 2000; 

> Annual performance report of the municipality prepared in terms of Section 46 of the 
the Municipal Systems Act no 32 of 2000; 

> Assessment of any arrears; 

> Assessment of municipality's performance against the measurable performance 
objectives referred to in section 17 (3) (b) of the MFMA for revenue collection; 

> Particulars of any corrective action taken or to be taken in response to issues raised in 
the audit reports; 

> Explanations in connection to financial statements; 

> Any information as determined by the municipality; 

> Recommendations of the audit committee; 

> Any other information as may be prescribed. 


Page 3 


1.1 Foreword of the Mayor 


It is my privilege to present to you the Annual Report of Mier Municipality, covering the period 
July 2010 to June 2011. Mier Municipality characterized 2010/2011 as a year where we had our 
first ward elections, and our boundaries have been extended. Our mandatory responsibility is still 
to serve our communities with basic services. 

This Annual Report presents the successes and progress that we have achieved through 
partnerships with resident communities, business and various stakeholders yet we have not 
“arrived at our destination” as there are many more mountains to climb - because development is 
a long road on which we have more miles to travel. 

Our ultimate goal was to ensure democracy and accountability, in fulfilling our responsibility of 
ensuring the provision of service, development and poverty alleviation and eradication. Despite 
these challenges, we remain focused on improving service delivery in the municipal area. The 
Mier Municipality is unwavering in its commitment to achieving sustainable, successful, smart, 
democratic municipality that strive to reduce poverty and provide quality living environment. 

The municipality being classified as a low capacity municipality is therefore forced to make use 
of all extensions and exemptions granted to low capacity municipalities. It is however this 
municipality’s mission to comply with all these requirements in the long run. 

I want to express my sincere thanks to The Municipal Manager and his personnel for their 
dedication and hard work. My sincerest thanks, to all my Councillors, for their unselfish service 
to the communities of Mier Municipality I thank the Mier Municipality as a whole for their 
support and positive contribution. Together we can do more in building a caring, efficient and 
developmental Municipality. 


M Eiman 
Mayor 


1.2 Overview of the Municipality 
Geography 







Mier Municipality is a Category B in the Siyanda District. Mier covers an area of approximately 
11 765 squares kilometers. 

Demography 

Mier Municipality had a total population of approximately 8 500 according to the community 
survey conducted by Mier local Municipality, consists of Rietfontein, Loubos, Askam, 
Andriesvale, Groot Mier, Klein Mier, Noenieput, Phillandersbron, Schepkolk, Welkom, 
Vetrivier ,Dieboom, Swartkopdam, Noenieput and Twee Rivieren. According to the 2007 
community survey censes, the population in the Mier area was 1.3% Black African, 97.1% 
Coloured and 1.6% White. 
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Population 

Females generally represent just over 50.6% of the population in most of the indicated areas. The 
figure illustrates those 40% household in Mier area are female headed. 


Employment 

The economically active population (people aged 18 and above that are able and willing to work) 
of the Mier area is estimated at 33%, and official unemployment rates are lower than the 
provincial and national levels. 

A total of 826 people are estimated to be engage in formal sector. 


1.3 Executive Summary 

1.3.1, Vision and Mission Statement of the Municipality 
Vision 

“The establishment of an effective administration for the delivering of sustainable and affordable services 
in order to improve the living standards of the residents of Mier Municipality. ” 

Mission 

‘To promote economic development to the advantage of the communities within the boundaries 
of the Mier Municipality” 
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1.3.2 Review of Financial Policies 

Financial Policies have been updated with the principles as laid down in the Municipal Finance 
Management Act(56 of 2003): The most important being: 


> Supply Chain Management Policy 

> Credit Control Policy 

> Debt Collection Policy 

> Property Rates Policy 

> Indigent Policy 

> Fixed Asset Management Policy 

1.3.3. Key Performance Areas of the Mnnicipality 

> KPA 1: Municipal Institutional Development & Transformation 

> KPA 2: Basic and Sustainable Service Delivery 

> KPA 3: Local Economic Development 

> KPA 4: Municipal Financial Viability and Management 

> KPA 5: Good Governance & Public Participation 


1.3.4. Governance 

Political continuity and stability has been achieved since 2000 and this is clearly reflected in the 
number of Gouncil seats held by the various political parties. The various political parties and 
number of seats are as follow: 18 May 2011 elections the political administration were : 

> African National Gongress : 4 Gouncillors 

> Democratic Alliance : 2 Gouncillor 

> Gongress of the People : 1 Gouncillor 



□ African National Congress 

□ Democratic Alliance 

□ Congress of the People 
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1. HUMAN RESOURCES AND OTHER ORGANIZATIONAL MANAGEMENT 


The organizational structure of the municipality consists of a workers corps of 48. 


2.1 Number of staff per function 


Mier Municipality 


Summary of personal number per function 

Audited Actual 

Municipality 


Administration 

23 

Water 

7 

Public Works 

10 

Sanitation 

8 

Total Personal Numbers 

48 


2.2 Skills and level of education attained by staff 


Mier Municipality 

Summary of personal numbers - Skills Level 

Audited Actual 

Senior Managers including Municipal Manager 

4 

Other manager 

0 

Technical/ Professional staff 

0 

Other staff (Clerical, labourers, etc. 

44 

Total Personal Number 

48 
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2.3 Trends on staff expenditnre 


> Total Staff Expenditnre 
Ratio Salaries Personnel and Council : Total Expenditure 
i^385 761 : R 14 458 941 

44.17% 

Comment 


The ratio of 44.14% is and is not in line with the national norm of 35%. 


2.4 Disclosure on Employee’s, Councillor’s and Senior Management Benefits 


Description 

Amount 

Total Employee Related Gosts 

5 129 108 

Total Gouncillor’s remuneration 

1 256 653 

Municipal Manager 

446 173 

Ghief Financial Officer 

339 142 

Head Gorporate Services 

315 436 

Head Gommunity Services 

322 207 


• Due to the pay out of leave, during December 2010, deviances were identified on their 
basic salaries. 

The disclosure on Councillor and Senior Management benefits for 2010/11 as disclosed in note 
33 and 34 in the financial statements (page 6 & 7) are in accordance with the remuneration of 
Office Bearer act. For more detail see Annual Financial Statements - (Annexure A). 

2. ANNUAL FINANCIAL STATEMENTS & RELATED FINANCIAL INFORMATION 

The annual financial statements attached hereto as Appendix (A) had not been compiled within 
the prescribed period. The financial statements have been prepared on an accrual basis of 
accounting and are in accordance with historical cost convention unless specified otherwise. 
These annual financial statements have been prepared in accordance with Generally Recognized 
Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance with 
Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003) 

With the exceptions allowed in terms of directive 4 these Transitional Provisions allows for 
extension period of 3 years from converting to GRAP Standards. Mier Municipality will face 
these provisions and will fully comply with the standards of GRAP during the 2012 financial 
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year. Our municipality still struggle with the implementation of GRAP, therefore we foreseen a 
huge challenge with the unbundling of under ground assets. 


3.1 Analyses of financial data on Financial Statements 2010/2011. 

The following key financial indicators have been analyzed: 

3.1.1 Analyses of operating income 

> Total Income 

Ratio of Internal Income: External Income 
6T671 795 : R 12 108 GSj 

1 : 2.59 

2010/2011 



□ External Income 

□ Internal Income 


Comment 


For each Rand the Municipality generates it receives grants of R 2.59 therefore only 27.84%: of 
total income is generated by the Municipality. ^2.16%| of the income the municipality depends 
on grants. 


> Difference between budgeted and actual Income 


Budgeted 

Actual 

% Difference 
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Comment 

The shortfall in income of 20.48%, due to poor payment of debtors. 


3.1,2 Analyses of operating expenditure. 


> Total Maintenance 
Ratio Maintenance : Total Expenditure 
R 592 021 : R 17 401 898 
3.40% 


Comment 

Maintenance translate into percentage of total expenditure: 3.40% 
3.1.3 Difference between budgeted and actual expenditure. 


Budgeted 

Actual 

% Difference 




R21 102 732 

R 14 458 941 

31.48% 


The decrease in expenditure is due to cash flow constrains. 
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3.1.4 Creditors age analyses and payment days 






2009/10 

loio/ii 

In / (Decrease) 





Creditors 

R 3 299 569 

R 2 402 348 

(R897 221) 





Creditors 


□ 2009/10 

□ 2010/11 


Comment 

The creditors decrease with R 897 221from the previous financial year. 

3.1.5 Operating Capital Ratio 

> Operating Capital Ratio 
Cnrrent Assets : Cnrrent Liabilities 
^ 981 313 : R 11 687 061 

0.51 : 1 


Comment 

The operation capital ratio is not very sound and will definitely have to improve during the next 
financial year. The norm should be 2:1. This is an indicator that the municipality may have a 
possible going concern issue, whereby we may not be able to re pay short term debt with the current 
assets. 
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3.2 Assessment of arrears on municipal taxes and services charges 

Debtors recovering days are 205 days. The norm for municipalities is 100 days 


3.2.1, Debtors age analyses and payment percentages, 
> Debtors comparison with previous year 



2009/10 

2010/llJ 

In/(Decrease) 





Debtors 

R 6 962 793 

R 2 393 192 

(R4 569 601) 



Debtors 


Comment 

The total debtors decreased with 65.63% (R 4 569 601) notwithstanding the fact that the 
provision for doubtful debt have increased with R 1 630 033 plus R 6 016 985 (Under 
provision prior year) to R 12 003 495 resulting in a actual increase or non-payment of 
R 7 433 894 which represent 66 % of actual billed income. The actual payment % is 34% 
after indigent subsidy of R 847 654. 

❖ The rapt decrease in the debtors is due to the huge increase in the bad debt. 

♦♦♦ So the comparison of the debtor from the previous year with the new year, may not be the 
true reflection of our debtors. 

> Levied Income Materialized 


Budgeted levied Income 

Actual levied Income 

% Debtors 
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R 5 004 519 


R4 255 392 


14.97% 



□ Budget Levied Income 

□ Actual Levied Income 


Comment 


The levied income was 14.97% less than what was budget for. If payment was done regular by 
debtors it would have put the municipality in a better position. 


> Debtor age analyses 


Debtors / R2 393 192 

X 

Levies / R 4 255 392 


365 days 


1 


205 days 


Comment 

With the above calculation we discover that the municipality takes average 205 days to recover 
its debt and the municipality must pay its creditors within 30 or 60 days. This resulted in a 
serious cash flow problem for the municipality. 

Serious consideration must be given to the implementation of the Debt Collection Policy. 

3.3 Basic Service Delivery Component 


The municipality is expected to provide water, sanitation, electricity, refuse removal and other 
basic services to indigent households. 
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The characteristics of the basic services component are: 


> Supporting only poor households earning less than R 2 400 p/month 

> Distinguishing between poor households provided with services and those provided with 
lesser or no services 

> Recognising water reticulation, sanitation, refuse removal and electricity reticulation as 
the core services. 

> Providing for environmental health care service to all households, not only poor ones. 

On 30 June 2011, Mier had 545 registered indigent households. The municipality provides the 
following free basic services to these indigents: 

Water : The first 6kl free of water is free 

Sewerage : Free sanitation per month 

Refuse Removal : Free refuse removal per month 

Electricity : The first 50 kwh of electricity is free 

The total subsidy provided for the 2010/11 financial year amounted to R 847 654 

> The rapt increase in the amount of subsidies from R 588 173 to R 847 654 is due to the 
increase of the cost to deliver these services 


3. AUDIT REPORT ON FINANCIAL STATEMENTS 

Audit activities by the Auditor-General commenced in August 2011, but the Annual Financial 
Statements was only handed in by 30 November 2011, due to that we have not yet received 
Audit Report or the Draft Audit Report. 

5. AUDIT REC O VERY PLAN 

The Audit Recovery Plan addresses all the audit queries and put forward a plan to work towards 
a clean Audit Report by the year 2012. 

For detail on the Recovery Plan see (Appendix C) 
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6. PERFORMANCE MANAGEMENT REPORT 


Introduction 

Section 46 of the Local Government: Municipal System Act No 32 of 2000, as amended by 
section 6 of the Local Government: Municipal Systems Amendment Act No 44 of 2003 states as 
follow: 


“Annual Performance Reports 

46 (1) A municipality must prepare for each financial year a performance report reflecting: 

a) the performance of the municipality and of each external service provider during that 
financial year; 

b) a comparison of the performance referred to in paragraph (a) with targets set for and 
performance in the previous financial year; and 

c) measures taken to improve performance 

46 (2) An annual performance must form part of the municipality’s annual report in terms of 
Chapter 12 of the Municipal Finance Management Act” 

6.1 Targets and Performance 

One of the big shortcomings in Mier Municipality is the absence of a Performance Management 
system. Financial Performance is best illustrated in the Annual Financial Statements and the 
interpretation thereof. Performance regarding service delivery had been addressed in the 
discussion of the IDP. 

The development of a Performance Management System will receive high priority in the year 
2010/2011. 

7. INTEGRATED DEVELOPMENT PLAN 

7.1 Analyzing Service Delivery Targets 

The following Service Delivery Targets were set in the IDP for the 2010/11 financial year: 

7.1.1. Water and Sanitation 

Lack of proper and sufficient water and sanitation provision. The typical aspects covered 
by this priority issue for the next 5 years will be that of the water and sanitation provision 
as far as it relates to the function depicted in schedule 5A and B of the Constitution, 
implementing of the MIG Grant, and provision of basic services in the municipal area. 
Storm water also forms part of this issue 
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7.1.2 Roads and Transport 

Lack of safe quality roads infrastructure, including storm water systems contributing to 
an efficient transport system. Also, the construction and upgrading of new and existing 
roads (all roads) will form part of this issue. 

7.1.3 Housing 

Housing provision in the entire municipality is becoming more of a priority for the 
Council. The issue to consider is to become more involved to address the lack of 
sufficient low-cost housing and accommodation especially in Noenieput and the 
IKhomani San. 

Housing issues also include the upgrading of existing houses which are in a poor 
condition. This issue further includes the identification and servicing of additional sites 
for residential development. 

7.1.4 Environmental & Municipal Health 

This issue will deal with aspects like cleansing, waste management and environmental 
management. 

Disaster management related issues will form part as well. 

7.1.5 HIV/AIDS 

Due to the disastrous effect of this pandemic on our society the Municipality cannot turn 
a blind eye. It will again focus on this issue for the next 5 years, working hand in hand 
with other stakeholders in order to allocate resources to prevent the spread of the disease. 

8. BACKLOGS 

In paragraph 7.1 the backlogs were rescheduled and new target dates were set. 

For detail on the IDP see (Appendix D) 


9. ANALYSES COMPLIANCE WITH LEGAL REQUIREMENTS 

> Water services development plan. YES 

> Financial plan. 

> Capital investment plan. 

> Municipal action plan. 

> Integrated institutional plan. NO 

> Performance management system. NO 
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> Spatial development framework. NO 

> Local economic development plan / strategy. YES 

> Integrated tourism plan. YES 

> Disaster management plan. NO 

> Hiv/aids strategy. NO 

> Integrated environmental management plan. NO 

> Integrated waste management plan. NO 

> Poverty reduction and gender equity plan. NO 

Where the Municipality complies, plans are available on request. The areas where the 
Municipality do not complies will receive urgent attention in the coming financial years also 
depending on available finances 

12. CONCLUSION 

Erom the above it is clear that the municipality is facing serious financial problems due to the 
following: 

> Income billing amount to only 21% of all income reported on. 

> Debtors increase with more than R 2 195 901; this is about 66% of billed consumer income. 

> Debtors take longer than 205 days to settle their debts. 

The abovementioned can mainly be contributed to the high rate of unemployment which 
accounts for the low payment rate amongst certain members of the community. 

The municipality relied heavily on grants from National Government to address the 
infrastructural needs of the communities. Despite the fact that the municipality has been able 
to record successes and surpassed expectations in delivery on its mandate. 

Eor the municipality to continue service delivery in terms of its mandate the following 
challenges have to be address: 

Strict adherence to credit control policy 

> Implementation of Eocal Economic Development strategy and development of poverty 
reduction plan. 

> Re-visit budget process and ensure that the cost for maintenance based on maintenance 
plans is included in the budget. 

> Implementation of audit recovery plan. 

> Compliance with all legal requirements. 
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